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On May 25th, 1975, fire broke out in one wing of the 
building, damaging the administration offices and photo 
labs of CFCM-TV and CKMI-TV. By the following 
morning, mobile homes had been installed in the parking 
lot and, throughout summer, the sales, accounting and 
commercial production departments operated out of these 
temporary quarters. 
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An aerial view of CFCM-TV and CKMI-TV, where business 
continued as usual and studios functioned normally, 
during reconstruction of the damaged premises. 
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For the past few years, CFCM-TV and CKMI-TV, Québec, 

have been responsible for the selection of a representative © 
of the provincial capital at the MISS CANADA and the 

MISS TEEN CANADA contests. Michéle Dallaire, 

eventually chosen MISS QUEBEC 1976, replies to a panel 

of judges at her first interview. 
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Technical facilities of CFCM-TV and CKMI-TV are fre- 
quently used for commercial purposes. With the “retro- 
grade” look in fashion, an evocative background is 
achieved with the beautiful cars of yesteryear in a half- 
hour program produced for a local department store. 
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LES PRODUCTIONS DU VERSEAU INC., a company 
associated with Tele-Capital Ltd., produced a documentary 
on The Battle of Yorktown at Jamestown, Va., to be shown 
on television in France and in Canada during 1976. Aimée 
Danis, the producer, films scenes to be included in the 
hour-long show. 
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LE SAC DECOLLE, a new program for children produced 
by CFCM-TV, features three talented young performers 
who manipulate puppets and keep young viewers 
entranced. It is telecast Monday to Friday in the greater 
Québec City area. 
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Using the mobile units of CFCM-TV and CKMI-TV, hockey 
games played by LES NORDIQUES of the American 
Hockey Association are produced by the crew of Tele- 
Capital Enterprises Ltd. and broadcast over the TVA 
network. 
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TEtE-CAPITAL UTD 
and subsidiaries 


Quebec, April 16,1975 
TO OUR SHAREHOLDERS 


Operations 


The Canadian Radio-Television Commission 
has turned down the request of CKLM to 
move its studios to the city of Laval. However, 
we are continuing to discuss this question 
with the CRTC in order to arrive at a satisfac- 
tory solution before the renewal of CKLM’s 
licence which expires March 31, 1976. 


Financial results 


For the quarter ending February 28, 1975, 
consolidated sales amounted to $2,788,000 
compared to $2,315,000 for the same period 
last.year. This increase of 20.4% in revenue 
means that net earnings were up by 19.8% or 
$266,000, compared to $222,000 a year ago. 
Net earnings for the three months were 12¢ 
per common share, compared to 10.2¢ the 
year before. 


The six-month period ended at the same time 
showed that consolidated revenues reached 
$6,288,000 compared to $5,547,000 the 
preceding year. Consolidated net earnings 
were $829,000 or 38.2¢ per common share, 
class A and class B, compared to $924,000 
or 42.9¢ per share for the six months ended 
February 28, 1974. 


Dividend 


A dividend of 7¢ on class A common share 
was declared today, payable May 15, 1975 to 
shareholders of record April 30, 1975. 


The financial results which accompany this 


report are unaudited and are subject to 
year-end adjustments. 


Jean A. Pouliot, 
President and Chief Executive Officer. 


CONSOLIDATED STATEMENT OF EARNINGS | 
FOR THE SIX MONTHS ENDED FEBRUARY 28th 
(unaudited — 000 omitted) 


1975 
REVENUE: 
Television broadcasting $4,470 
Radio broadcasting 1,334 
Other 484 
6,288 
Deduct: commission expense 280 
6,008 
OPERATING EXPENSES 
excluding depreciation 3,608 
Earnings before the undernoted items 2,400 
Deduct 
Depreciation 295 
Interest — long term debt 172 
— other 36 
Earnings before income taxes 1,897 
Income taxes 1,089 
808 
Minority interest tS) 
Equity in earnings of associated company 12 
Net earnings for the period = Seve 
Net earnings per common share 
Class “A” and Class “B" 
Ist quarter 26.2¢ 
2nd quarter 12.0¢ 
Half year 38.2¢ 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

FOR SIX MONTHS ENDED FEBRUARY 28th 
(unaudited — 000 omitted) 


1975 
SOURCE OF FUNDS: 
Net earnings S$ 829 
Depreciation and other expenses not requiring 
an outlay of funds 274 
Funds provided from operations 1,103 
Investment of minority shareholders — 
Increase in long-term debt _ 
Net book value of fixed assets sold 1 
1,117 
APPLICATION OF FUNDS: 
Additions to fixed assets 563 
Investment in associated company 170 
Reduction in long-term debt 62 
Dividends 282 
1,077 
Increase in working capital 40 
Working capital at beginning of period 286 


Working capital at end of period S$ 326 


FINANCIAL HIGHLIGHTS 


Gross Revenue 
Expenses 
Earnings before income taxes 
Income taxes 
Net earnings 
Working capital 
Earnings per common share 
Dividends per share 
preferred 
common Class A and B 


Transfer agents and registrars: 
Montreal Trust Company, Québec City, Montréal, 
Toronto, Winnipeg, Regina, Calgary and Vancouver 


Stock listings, Class “A” Common Shares: 


. Montréal and Toronto Stock Exchanges 


Auditors: 
Price Waterhouse & Co. 


1975 


$12,564,879 
9,160,019 


3,404,860 
1,999,800 
1,405,060 
1,530,245 
65¢ 


50¢ 
28¢ 


1974 


$11,061,322 
7,686,665 
3,374,657 
1,820,290 
1,554,367 
286,090 

12¢ 


50¢ 
26¢ 


Board of Directors 


Hervé Baribeau* 

Chairman of the Board 
and Chairman of the Board 
Baribeau & Fils Inc. 


Rene Amyot** 

Partner with the law firm 
Amyot, Lesage, Lesage, 
Bernard & Lengvari 


Wilbrod Bhérer** 
Chairman of the Board 
Canadian Vickers Limited 


Roland Giguére** 
President and Managing Director 
Télé-Meétropole Inc. 


Roger Létourneau 

Partner with the law firm 
Létourneau, Stein, Marseille, 
Delisle & Larue 


Jean A. Pouliot* 
President and 

Chief Executive Officer 
Tele-Capital Ltd. 


Claude Pratte, Q.C.* 
Lawyer 


Paul G. Vien, Vice-president, 
Corporate Finance and Director, 
Nesbitt, Thomson Limited 


Executive Officers of the Company 


President and Chief Executive Officer: 
Jean A. Pouliot 


Vice-president — Television: 
France Fortin 


Vice-president — Radio (Montréal): 
Guy Morin 


Vice-president — Radio (Québec): 
Pierre Beaulé 


Vice-president — Station representation: 
Jean-Claude Tremblay 


Controller: 
Jules Bellegarde 


Secretary-treasurer: 
Michel Baribeau 


Assistant Secretary: Head office: 


Jean Marier 2136 Chemin Ste-Foy, Ste-Foy, Qué. 
. Postal code: G1V 1R8 

Assistant Secretary: } 

jean De Bicis Telephone: (418) 688-9330 


Assistant Treasurer: * Members of the Executive Committee 
Léon Delisle ** Members of the Audit Committee 
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Directors’ Report 


Although profits before taxes show a slight increase, 
the federal surtax resulted in a decrease of about 
10% in your company’s net profit or 65¢ per 
share against 72¢ per share for the preceding 
year. 


It is important to note that major financial and 
corporate restructuring resulted in important outlays 
which materially affected profits of the company. 


To facilitate consolidation of the long-term debts 
of the subsidiaries, debentures worth $3,000,000 
have been issued. In addition to this, your 
company transferred to Radio Laval Inc. — 

a wholly owned subsidiary operating CKLM in 
Montréal — all assets necessary to the operation 
of its two television stations. This transaction 
required the approval of the Canadian Radio 
Television Commission which issued new licences 
to Radio Laval Inc. for the operation of these 
two channels. 


In other respects, the name Radio Laval Inc. 
was Changed to Tele-Capital Enterprises Ltd. 
(Entreprises Télé-Capitale Ltée) which therefore 
holds the operating licences to CKLM, CFCM-TV 
and CKMI-TV since September 1, 1975. Eventu- 
ally, it is our intention to transfer to this company 
the assets of CHRC-AM and CHRC-FM so as to 
consolidate all operations of our radio and 
television stations. 


In order to extend its activities on a national 

scale in sales representation, your company 
acquired Northern Multicorp Limited and its subsid- 
iaries, Unicom Broadcast Sales Limited and 
Electromedia Sales Limited. Through a corporate 
reorganization, all operations of this business 
activity were combined in one wholly-owned 
subsidiary, Tele-Capital Unicom Ltd. 


We are confident that these changes will improve 
profits substantially in the fiscal year 1975-76. 


We are encouraged that the CRTC has accepted 
to hear again the request by CKLM for a change 
in its programming and a move of its studios to 
Ville de Laval. This will make the station more 
than ever a part of Laval. We have been officially 
advised that the CRTC will hear this application 
during the public hearings scheduled for Québec 
City, December 8, 1975. A decision from the 
Commission could be forthcoming early in 1976. 


Your company acquired in the course of the year 
40% of the shares of Les Productions du Verseau 
Inc., a Montréal company specializing in the 
production of commercials and documentary films. 
Our participation in Les Productions du Verseau 
Inc. and Cinévidéo Inc. assures our presence in 
all stages of production on film. 


Finally, we must underline in a particular way the 
ability and devotion of the management teams of 
Tele-Capital Ltd, and its subsidiaries as they are 
the most important factors in the success of your 
company. 


As to the more or less immediate future, our 
analyses and projections permit us to anticipate 
steady improvements in 1976. 


On behalf of the Board of Directors, 


Herve Baribeau, 
Chairman of the Board 


Jean A. Pouliot, 
President and Chief Executive Officer 


November 21st, 1975 
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A new computer centre has recently been established 
in the Tele-Capital Ltd. building, where much of the 
scheduling, billing and accounting for television stations 
CFCM-TV/CKMI-TV and radio stations CHRC-AM/ 
CHRC-FM are or will be processed. 
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A popular visitor to AU SOUS SOL D’ANDRE in the spring 
of 1975 was young René Simard, the internationally- 
acclaimed singing star, who celebrated his birthday as 
André Guy’s guest on the program, a CFCM-TV production. 


3 
Children play an important part as a studio audience 
at one of the local productions of CFCM-TV, Québec. 
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A country music program featuring MONSIEUR COUN- 
TRY, CLAUDE PATRY, is produced by Tele-Capital 
Enterprises in Québec and sold to other stations in Canada. 
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At the 1975 Commercial Film Festival organized by the 
Television Bureau of Canada, a promotion for CHRC-FM, 
produced by Tele-Capital Enterprises Ltd. was judged 
first in its category and one of the top ten Cross Canada 
winners. France Fortin, vice-president and general 
manager of CFCM-TV and CKMI-TV, presents the 
certificate to Pierre Beaulé, vice-president and general 
manager of CHRC-AM and CHRC-FM. 
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What goes on at City Hall is of vital interest to all Que- 
becers, who are kept up-to-date by the weekly program 
MONSIEUR LE MAIRE. Mayor Gilles Lamontagne (right) 
is ‘interviewed by Louis Langlois, news director of 
CFCM-TV and CKMI-TV. 


Report on Operations 1974-75 


TELE-CAPITAL ENTERPRISES LTD. 
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With this financial year end, we are gratified to 
note that the majority of the objectives we had set 
ourselves have been attained. Our on-location 
productions realized from our mobile units were 
far more numerous than planned, and a 
considerable number of commercial, informative 
and sports productions were realized. For 
example, from a local shopping centre, we 
televised about fifty hour-long programs; from 
Québec, ten WHL hockey games for the TVA 
network, a dozen Loto Perfecta programs and 
three lacrosse games. Furthermore, we have both 
dubbed (English to French) and produced 
programs which were televised by the majority of 
the television stations in Québec, and by one 
outside the province. 


In the course of the year, we have had the 
Opportunity of adding much new talent to our 
regular personnel. These additions, together with 
the substitution of programs for those carried by 
cable, should help us to not only maintain our 
standings in viewer surveys but actually improve 
on some. 


Further, our news service has come up with a 
formula for presenting the seven o'clock news- 
cast which gives every evidence of proving that 
such a program, when presented in a manner 
attractive to the public, can generate an extensive 
audience. 


In 1974-75, we produced a greater number of 
programs for the TVA network in both general 
information and public affairs, than the year 
before. In short, this year of intensive production 
work has permitted us to build a team whose 
output can do very much for the prestige of Tele- 
Capital Ltd. in Québec as well as outside the 
province and country. 


Towards the end of last May, our various ser- 
vices: administrative, sales, commercial pro- 
duction, traffic and accounting, were badly 
disrupted by a fire. This event, however, enabled 
us to realize to what extent the efficiency, 
imagination and sense of responsibility of our 
personnel could help us overcome the effects of 
such a happening with a minimum of fuss and 
inconvenience. In addition, our insurance cover- 
age will permit restoration of the premises at 
little or no financial or operational cost. 


While our revenues have been higher than 
projected we have, as have other enterprises, 
been affected by ever-rising costs at all opera- 
tional levels. Despite this, budgeted expenses 
have not been exceeded to any great extent. 


We anticipate that 1975-76 will be a good year 
but will require vigilance to keep expenses under 
tight. control. The year will also bring very impor- 
tant events such as the negotiating of a new 
collective labour agreement to replace the one 
which expires in February 1976, and the renewing 
of our two broadcasting licences for CFCM-TV 
and CKMI-TV. 


CHRC-AM and CHRC-FM have known a most 
satisfactory year relative to the objectives which 
had been set. 


Our technical installations were completed 

in accordance with the plans elaborated at the 
beginning of the vast modernization program of 
which our two stations have been the object of 
late. Therefore, we are now in a position to give 
our listeners the benefit of all the services to 
which we think they are entitled. 


During the BBM survey of the past summer, we 
were able to find confirmation of an improvement 
in listener ratings for CHRC over those shown 

by the 1974 summer survey. We have, in fact, 
increased our listening public by 25%, raising our 
weekly average to more than 435,000. CHRC-FM 
for its part reaches 107,000 people weekly. 


This increase in listeners is for CHRC all the 
more significant in that it coincides with a strength- 
ening of broascasting competition in the Québec 
region. CHRC has been and remains more than 
ever Number One in Québec._ 


We believe that these excellent results are 
brought about by our desire to be as close as 
possible to our listening public and those 
activities which they hold most important. 


With its information programs, its overall pro- 
gramming, its policy of always being where the 
event of interest to its listeners is taking place, 
CHRC makes every effort to satisfy the taste and 
the needs of its faithful listeners. 


Because of this situation, we have been able 
to put into effect needed changes in our rates, 
while guaranteeing our commercial customers 
improved returns from their advertising invest- 
ment. 


Encouraged by our always improving situation, we 
are contemplating the financial year 1975-76 with 
determination and confidence. 


The months to come will see events of major 
importance to CHRC Limited, among others: ne- 
gotiations towards a new collective labour 
agreement, the renewal of our broadcast permits, 
and the marking of an impressive date for a radio 
station, the fiftieth anniversary of our foundation. 


TELE-CAPITAL ENTERPRISES LTD. 


FHM. 
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RADIO LAVAL DIVISION 


After a year of consolidation in 1973-74, and 
which resulted in a substantial reduction in 
operating losses, Radio Laval Inc. has gone 
through a rather difficult time this past fiscal year. 
However, for the first time in several years, our 
Montréal radio station has known a continuity 

in both its management and its programming. 
This stability has, without a doubt, resulted in 
better service to its listeners and its commercial 
customers. 


Furthermore, we were able to come to an agree- 

ment with our employees as a result of which we 

signed a collective agreement terminating the end 
of March 1976. 


Radio Laval Inc. divested itself of its interests 

in “Agences LM Voyages Ltée et Manic Tours 
Inc.”. The potential here was not only limited but 
added greatly to the problems of managing 
CKLM. 


Faced with the great difficulty with which our 
signal is received in Metropolitan Montréal — a 
situation which has existed since the inception of 
the station — and keeping in mind our identi- 
fication with Ville de Laval and our broadcasting 
presence in that city, we petitioned the CRTC 

to relocate our studios there. Unfortunately, the 
CRTC did not accede to our request. 


The last listener surveys, which have shown 
CKLM to be in a most unfavourable situation, 
have decided Management to make a new 
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application to the CRTC for the relocation of our 
studios to Ville de Laval. This request will be 
heard during the public hearings scheduled for 
December 1975. 


TELE-CAPITALE UNICOM LTEE 
TELE-CAPITAL UNICOM LTD. 


After several months of internal reorganization 
under the new management team, the year 
1974-75 started off in a very positive and optimis- 
tic manner. 


In November 1974, it was decided that a change 
in name for our division was necessary to 

reflect, in a concrete way, the broadened scope of 
our company. This change was also to mark our 
close association with Tele-Capital Ltd. which we 
consider a most positive element in our relation- 
ship with our customers in general, whether 
among the stations or the agencies and their 
clients. 


It was decided also that the time was well chosen 
for us to get into, in a resolute and positive 

way, the production and selling of features and 
special events with particular emphasis on radio. 
This would help us realize additional revenues 
and profits on the one hand, and establish, on 
the other, Tele-Capital Ltd. as a major and 
important force in Canadian radio production. 


In December, with the prior permission of 
authorities of the parent company, we proceeded 
to change the name of our division from Hardy 
Radio Television to Tele-Capital Communications. 


In the same month, we concluded an arrange- 
ment with the Nordiques de Québec of the World 
Hockey Association for the direct broadcasting of 
their games through a chain of stations with 
CHRC-AM as the base of operations and CKLM 
Montréal, CKSM Shawinigan, Three-Rivers, 
CKRS Radio Saguenay, and CHLC Hauterive 

as other members of the network. Furthermore, 
from the BBC London, we purchased the rights 
to a series of twenty-six radio programs of one 
hour each, on the history of rock music. From this, 
we realized a Québec adaptation, using local 
talent and the production facilities of CKLM 
Radio. This series of broadcasts will be aired 
during the current financial year by a group of 
Québec stations. We are counting on this kind of 
initiative to generate additional revenue for 

our company and the stations we represent. 


In the spring of 1975, after a number of unsuc- 
cessful attempts to obtain the representation 

of major English language radio and television 
stations in the rest of the country, we concluded 
that the quickest and most realistic way to 

extend our activities on a national scale, was by 
the acquisition of an existing and active repre- 
sentation company. We felt at the time — and we 
are still convinced — that the addition at Manage- 
ment level of new personnel, experienced in 
markets in Ontario and Western Canada, would 
contribute to our being competitive and accepted 
nationally. 


Consequently Tele-Capital Ltd. bought all the shares 
of Northern Multicorp Limited, parent company of 
Unicom Broadcast Sales Limited and Electromedia 
Sales Limited. This transaction resulted in major 
changes in the personnel of the respective 
companies, in the reassignment of responsibilities 
within the joint operation and required a further 
period of familiarization with the new stations now 
involved. All our sales representation operations 
have now been consolidated into one subsidiary 
company, Tele-Capital Unicom Ltd. 


Weare most pleased to emphasize the fact that, as of 
August 31, 1975, we had attained 98.15% of the 
sales objectives of all our stations combined and that 
for 1975-76, national sales to date are most 
encouraging. 


| 


, 


yr fer 


Pa as 
ti ay 


TELE-CAPITAL LTD. 
Wholly-owned subsidiaries 


Tele-Capital Enterprises Ltd. 
Division CFCM-TV/CKMI-TV 


Vice-president and General Manager: 


France Fortin 
Division Radio Laval CKLM 


Vice-president and General Manager: 


Guy Morin 
CHRC Limitée 


Vice-president and General Manager: 


Pierre Beaulé 


Tele-Capital Unicom Ltd. 
Vice-president and General Manager: 
Jean-Claude Tremblay 


Immeubles Télé-Capitale Ltée 
General Manager: 
Laurent Verret 


Partially-owned subsidiary: 
Ciné-Capital Distributions Ltd. (51%) 


Associated companies 


Les Productions du Verseau Inc. (40%) 
Cinévidéo Inc. (40%) 


TELE-CAPITAL LTD. AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEET AS AT AUGUST 31, 1975 


ASSETS 
1975 
Current assets: 
Cash and bank deposit $ 156,543 
Accounts receivable 2,520,757 
Insurance claim 334,524 
Prepaid expenses 283,521 
Prepaid television rights to films (note 1(b)) 426,183 
Prepaid feature film distribution rights 
and recoverable expenses (note 1(c)) 95,358 
3,816,886 
Loans to certain officers and 
employees (note 3) 580,000 
Investments in associated companies, 
at equity (note 1(a)) 277,747 
Feature films (note 1(d)) 679,995 
Less: Accumulated amortization 537,395 
142,600 
Fixed assets (note 1(e)): 
Land 190,197 
Buildings, furniture and equipment 6,758,212 
6,948,409 
Less: Accumulated depreciation 3,746,326 


3,202,083 


Minority shareholders’ portion of the 
deficit of a subsidiary 34,707 


Excess of cost of shares of subsidiaries 
over book value of their net assets 


at date of acquisition (note 1(a)) 2,881,435 | 
_$10,935,458 § 


LIABILITIES 


Current liabilities: 
Bank indebtedness 
Accounts payable and accrued 
liabilities 
Taxes payable 
Current portion of long-term debt 


Long-term debt (note 2) 
Less: Current portion 


Deferred income taxes (note 1(f)) 
| SHAREHOLDERS’ EQUITY 
Capital stock (note 3) 


Retained earnings 


APPROVED BY THE BOARD: 


ee i Director 


$ 713,949 


1,263,641. 
200,594 
108,457 
2,286,641 


3,354,200 
408,457. 


Hy 3,245,743 


i 156,841 | 


4,616,233 
- 6,246,233 


$10,935,458 


1974 


$865,936 


836,713 
270,272 


2,511,715 | 


_ 2,579,088 
538,794 


2,040,294 
216,923 


490,000 


“3,836,573 
4,326,573 


$9,095,505 


TELE-CAPITAL LTD. AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED AUGUST 31, 1975 


Revenue: 
Television broadcasting 
Radio broadcasting 
Production, feature films and other 


Less: Commission expense 


Operating expenses, 
excluding the undernoted expenses 


Earnings before the undernoted items 


Less: 
Depreciation and amortization 
Write-off of feature film 
Loss (profit) on disposal or destruction 
of fixed assets 
Interest — 
Long-term debt 
Other 
Equity in earnings of associated companies 
Minority interest 


Earnings before income taxes 


Income taxes (note 1(f)): 
Current 
Deferred 


Net earnings for the year 


Retained earnings at beginning of year 


Less: 
Dividends — 
Preferred shares (50¢ per share in 1975 
and 1974) 


Common shares (28¢ per share; 1974 — 26¢) 


Retained earnings at end of year 


Net earnings per common share 
Class A and B after preferred dividends 
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1975 


$8,429,900 
2,729,954 
1,405,025 


12,564,879 
543,230 


12,021,649 


7,691,026 


4,330,623 


601,511 


(63,598) 


331,125 
88,947 
(7,292) 

(24,930) 


3,404,860 


2,059,882 
(60,082) 


1,999,800 
1,405,060 


3,836,573 
5,241,633 


29,000 
596,400 


625,400 
$4,616,233 


65¢ 


TELE-CAPITAL LTD. AND SUBSIDIARIES 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED AUGUST 31, 1975 


1975 
Source of funds: | 
Net earnings $1,405,060 
Items not affecting working capital 
Depreciation and amortization 601,511 
Deferred income taxes (60,082) 
Other . 3 (95,820) 
Funds from operations - 1,850,669 


Investment of minority shareholders 
in a subsidiary se 


Increase in long-term debt 3,042,000 
Decrease in loans to certain 

officers and employees 25,000 
Issue of preferred shares 165,000 
Proceeds from fixed assets 

sold or destroyed 104,026 

5,186,695 | 
Application of funds: 

Additions to fixed assets 624,780 
Decrease in long-term debt 1,836,551 
Investment in feature films 132,401 
Dividends — 625,400 
Redemption of preferred shares - 25,000 
Investment in associated companies 270,445 
Excess of cost of shares over the net 

asset value of a subsidiary 262,963 
Loans to certain officers and employees 165,000. 


3,942,540 — 
Increase in working capital 1,244,155 


Working capital at beginning of year 286,090 Me ty 
Working capital at end of year $1,530,245 : $ 286,090 


TELE-CAPITAL LTD. AND SUBSIDIARIES 


Notes to Consolidated Financial Statements as at August 31, 1975 


1. Summary of significant accounting policies: 
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(a) Principles of consolidation: 


The consolidated financial statements include the accounts of Tele-Capital Ltd. and all its subsidiaries, 
including Northern Multicorp Limited of which all the issued and outstanding shares were purchased 
during the year. 


In respect of subsidiaries purchased on September 1, 1972, the Company does not intend to amortize 
the excess of the consideration paid for the shares of those subsidiaries over the underlying value 
of their net assets, because management believes that this excess has a real and continuing value. 
The excess in respect of the subsidiaries purchased after that date is being amortized over 20 years. 


During the year the Company acquired 40% of the shares of two companies. These investments 
are being accounted for on the equity method and the excess consideration of $198,904 paid for 
these shares over the equity of Tele-Capital Ltd. in the net assets of those companies at the dates 
of acquisition is being amortized over 20 years. | 


(b) Prepaid television rights to films: - 


Rights to telecast feature films and television series are purchased under contracts for periods not 
exceeding five years. The payments made in accordance with these contracts are recorded as assets 
which are subsequently charged to operations as the films are presented, using an average cost 
per run calculated based on the total contract cost and the number of authorized runs. 


(c) Prepaid feature film distribution rights and recoverable expenses: 


Under the terms of contractual agreements a subsidiary has acquired distribution rights to certain 
feature films. The distribution contracts stipulate that the first receipts will be used to repay the 
advances made to producers and the advertising expenses incurred by the subsidiary for the distribution 
of such films. Accordingly, the accounting practice adopted by the company is to recognize revenue 
only after the recovery of those advances and prepaid expenses and to value such assets annually 
at the lower of cost and realizable value. 


(d) Feature films: 


Feature films are stated at cost less any portion thereof which may correspond to a contractual 
liability payable upon receipt of revenue from the distribution of those films. They are amortized over 
a three-year period at rates of 60%, 24% and 16% respectively from the date on which each film 
begins producing revenue. These rates are applied on cost to the extent that the sete lawee St amorti- 
zation does not exceed cost less the applicable contractual liability. 


(e) Fixed assets and accumulated depreciation: 


Fixed assets are recorded at cost except certain fixed assets of a subsidiary which were written up 
by $162,170 on September 1, 1971 to reflect their depreciated replacement cost, based on a Novernber 
30, 1970 appraisal made by General Appraisal of Canada Limited. Fixed assets acquired prior to 
September 1, 1972 are depreciated on the diminishing balace method at the maximum rates allowed 
for income tax purposes. Fixed assets purchased since that date are depreciated on the straight- 
line method over their estimated useful lives as follows: 


Buildings o86 years 
Technical equipment — 8 to 15 years 
Furniture — 10 years 

(f) Income taxes: 


Income taxes charged against earnings include a provision for deferred taxes resulting from certain 
items being reported for tax purposes in different periods than for financial reporting purposes. Deferred 
income taxes shown on the balance sheet result from the accumulated excess of capital cost allowance 
claimed for tax purposes over depreciation charged in the accounts. 


At August 31, 1975, certain subsidiaries had accumulated tax losses of approximately $1,700,000. 
These losses are available to reduce taxable income in future, years within the limits imposed by the 
income tax laws. 


2. Long-term debt: 
1975 MEE kei 


Tele-Capital Ltd. — 
Series A debentures, 10/4%, repayable 
in six annual instalments beginning 
May 15, 1976 $1,200,000 Dire 


Series B debentures, 12%%, repayable 
in six annual instalments beginning . 
May 15, 1982 1,800,000 ant 


Immeubles Télé-Capitale Ltée — 


Mortgage loan, 9%, repayable in 
monthly instalments of $2,935 
(Capital and interest) 312,480 319,738 


Mortgage loan, 13%, repayable 
in monthly instalments of $482 
(capital and interest) 41,720 — 


Long-term debts of Tele-Capital Ltd. and 
subsidiaries repaid during the year from 
the proceeds of the above-mentioned 
debenture issues am 2,259,350 


$3,354,200 $2,579,088 


© 
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The instalments due on the long-term debt during the next five years are as follows: 


1976 — $108,000; 1977 — $159,000; 1978 — $210,000 
1979 — $262,000; 1980 — $264,000 


The debentures are secured under a trust deed by a floating charge on all present and future property — 
of the Company. . 


The trust deed contains certain convenants in respect of payment of dividends, the issue of additional 
long-term debt and the minimum consolidated working capital to be maintained. 


The contractual liability of $213,504 ($139,905 in 1974) previously included in long-term debt has been 
reclassified as a deduction from the cost of feature films (see Note 1(d)). 


. Capital stock: 


Authorized — 

400,000 preferred shares of $10 
par value each, issuable in 
series 

3,150,000 Class A common shares, 
without par value 

350,000 Class B common shares, 
without par value 


Issued — . 
Series A preferred shares 
5% cumulative, redeemable 
convertible 58,000 shs $580,000 


Class A common shares 2,518,725 shs $4,776,942 
Less: Class A common 
shares held by a 


wholly-owned 
subsidiary 610,600 shs 4,732,150 
Class A common shares 
outstanding 1,908,125shs  _ $44,792 
Class B common shares 292,875 shs $555,458 


Less: Class B common 
shares held by a 
wholly-owned 


subsidiary 71,000 shs 550,250 
Class B common shares 
outstanding 221,875 shs 5,208 50,000 


$630,000 


Subject to certain conditions of the supplementary letters patent, the directors may issue.the 400,000 
_ preferred shares in one or more series and fix before issuance the Reeonatan, Mali restrictions, 
- conditions and limitations to be attached thereto. ed ae 


. Pursuant to the creation of a share incentive plan for. bere) key: phboyees! ‘Of the: Srontpally and its 


subsidiaries, supplementary letters patent were obtained providing for the creation’ of 75,000 5% 
cumulative, preferred shares, Series A, of a par value of $10 each, which are also convertible between 
September 1, 1975 and August 31, 1980 into Class A common ‘ghares- ona ‘share for share basis. 


In connection: with the: plan,.66,500 (16,500 in the last fiscal year) preferred shares, Series A, were 


_ issued since 1972 for a cash consideration of $665,000. Subsequently 8,500 shares (2,500 in the last 


fiscal year) were redeemed by cash of $85,000 and as a result, in compliance with the requirements 
of the Canada Corporations Act, an equivalent amount of retained earnings has been designated as 
capital surplus. Furthermore, 58,000 Class A common shares are reserved for conversion of the 58,000 
remaining Series A preferred shares. | 


The Company has granted loans to a Triste achind | on Tbe nall a tHe participants in the share incentive 


| plan. These loans amounting to $580,000 at August 31, 1975 bear interest at 6% per annum, and 
' mature on August 31, 1980 or earlier in the case of certain events. 


_ Subject to the prior rights to dividends of the preferred -shares. issued, or, which.may be issued, 

_ the Class A common shares carry a prior right to dividends to the extent of $0.24 per share per year. 

_ After that amount per share has been paid or set apart for payment, the Class B common shares are 
entitled to dividends of $0.24 per share per year. The Class A and Class B common shares participate. 
- equally, share for share; in:any additional distribution:of dividends in. any one fiscal year. Dividends 
- on Class A-and Glass-B,common shares: are.non-cumulative. The-Class.A.common shares are non- 
voting unless and until their holders. fail to, receive, during 24 consecutive months, dividends at the 


{ 


} 
; 


minimum annual rate of $0. 24 Per share. if 


eho 


aia ech es ae eee en RTS ce i a ke Ee RN A 


Remuneration of the Company’s ayes oa fo ake steel np targa ea ie pe ora 
eight directors, as directors $44,750 $39,250 
Remuneration of the Company's’ FEB te 
eight Officers; asofficere 2 a aad emo Yt Bo 2 S248 057 25 6 51208,4143: 


aerbuesy eat brs 
Three officers are also directors . 
eae Lt ee ibs (ay neat Soe Mo aR FA 


5. Commitments: 


Under film rental ci oemnens Petia. to eleven | programming, the Company is committed to pay 
$348,000 in future years, $269,000 of which falls due within the next twelve months. 
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ce 
aterhouse & Cie 


2 Place Québec, Québec, Qué. GiR 2B6 — (418) 529-4963 


October 10 oT 


AUDITORS' REPORT 


To the Shareholders of 
Tele-Capital Ltd.: 


We have examined the consolidated balance 
sheet of Tele-Capital Ltd. and subsidiaries as at 
August 31, 1975 and the consolidated statements of 
earnings and retained earnings, and changes in fi- 
nancial position for the year then ended. Our exam- 
ination included a general review of the accounting 
procedures and such tests of accounting records and 
other supporting evidence ‘as we considered necessary 
in the circumstances. 


In our opinion, these consolidated financial 
statements present fairly the financial position of 
the companies as at August 31, 1975 and the results 
of their operations and the changes in their finan- 
cial position for the year then ended, in accordance 
with generally accepted accounting principles, applied 
on a basis consistent with that of the preceding year. 


Oi Oh 


Chartered Accountants 
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